X 


ico 


POLITICAL  ECONOMY 

■5      A  MAJORITY  of  the  economists  of  Great  Britain 

manifesto  a  few  months  ago  which  sought  to  put  an 
absolute  veto  on  the  tariff  proposals  of  the  late  Secretary  of 
State  for  the  Colonies.  A  not  inconsiderable  minority  declined 
to  sign,  and  have  since  indicated  their  willingness  to  give  the 
proposals  a  sympathetic  consideration.  Some  of  the  latter  have 
turned  to  the  country  where  economic  studies  are  at  present 
most  largely  pursued,  and  have  pointed  out  that  foreign  experts 
are  by  no  means  generally  in  favour  of  a  policy  of  national 
inaction.  To  which  it  has  been  replied  that  the  free-trade 
doctrine  is  a  peculiarly  English  product,  and  never  to  be  surren- 
dered in  deference  to  theories  "  made  in  Germany."  It  will  be 
worth  while,  then,  to  take  a  general  survey  of  the  history  of 
political  economy,  and  see  whether  it  will  help  to  explain  a 
divergence  of  opinion  which  is  certainly,  at  first  sight,  not  a 
little  remarkable. 

Political  economy  is  nothing  but  a  systematic  consideration 
of  some  aspects  of  that  material  basis  of  all  human  activity 
which  we  know  as  "wealth.**  Its  beginnings,  therefore,  go 
a  long  way  back;  it  was  not  born  from  the  brain  of  Adam 
Smith,  or  of  the  social  philosophers  in  France  who  so  profoundly 
influenced  him.  But  Adam  Smith  was  the  writer  who  most 
successfully  gathered  together  floating  ideas  already  current, 
set  them  forth  in  least  pedantic  fashion,  fortified  them  by  the 
greatest  abundance  of  interesting  fact,  and  arranged  the  whole 
most  persuasively  round  a  single  and  easily  intelligible  principle 
— in  his  case  the  principle  of  division  of  labour.  His  very  bulk 
threw  his  predecessors  into  so  deep  a  shadow  that  he  may 
properly  be  made  the  starting-point  of  our  narrative.  He  has 
become  one  of  our  national  deities,  and  all  parties  think  it 
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incumbent  on  them  to  invoke  his  authority ;  so  let  me  at  once 
put  myself  right  with  public  opinion  by  saying  that  I  have  an 
immense  respect  for  his  writings.  I  have  myself  prepared  an 
abridged  edition  of  his  Wealth  of  Nations,  with  the  hope  of 
inducing  undergraduates  to  go  behind  the  commentators  to  the 
master  himself.  For  some  years  at  Harvard  I  was  accustomed 
to  examine  minutely  his  more  important  chapters  sentence  by 
sentence  with  a  class  of  graduate  students ;  and  I  must  avow 
that  his  shrewd  Scotch  sense,  rooted  in  a  profound  understand- 
ing of  human  nature,  and  skilled  in  the  art  of  producing  an 
impression  while  all  the  time  adroitly  hedging,  is  far  more 
attractive  to  me  than  the  highly  abstract  reasonings  of  the 
man  who  was  in  some  ways  his  follower,  in  others  his  supplanter 
— David  Ricardo. 

But  there  were  two  inevitable  but  most  unfortunate  charac- 
teristics of  his  great  book.  In  the  first  place  it  was  a  partisan 
book.  It  is  true  that  it  was  a  serious  attempt  to  construct  a 
body  of  scientific,  i.e.  of  impartial  and  objective,  doctrine ;  it 
is  equally  true  that  it  was  a  gigantic  pamphlet  in  favour  of 
economic  freedom — i.e.  of  the  liberation  of  the  individual  all 
round,  in  industry  as  well  as  in  commerce,  from  all  forms  of 
control  by  politically  organized  society  ;  his  liberation,  in  the 
question-begging  phrase  still  too  current,  from  "  government 
interference."  I  do  not  blame  him.  But  for  his  keen  practical 
interest  we  should  not  have  had  his  book.  Yet  no  one  can  read 
it  consecutively  without  feeling  that  his  learning  and  logic  are 
too  often  at  the  service  of  a  preconceived  view,  and  that  his 
scientific  conscience,  though  it  hardly  ever  quite  leaves  him, 
often  comes  limping  very  tardily  behind.  That  many  of  his 
observations  and  arguments  were  convincing  enough  is  very 
certain.  Some  of  the  old  forms  of  State  regulation  had  been 
outgrown,  and  needed,  at  any  rate,  to  be  largely  modified. 
What  we  cannot  help  regretting  is  that  with  Adam  Smith 
modern  political  economy  started  on  its  career  in  a  controver- 
sial spirit,  which  it  has  taken  long  to  shake  off",  and  which 
certainly  it  has  not  been  moat  successful,  so  far,  in  shaking  ofi" 
in  England. 
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In  the  second  place,  the  Wealth  of  Nations  was  a  book  based 
on  a  contemporary  philosophy  which  has  now  largely  passed 
away  among  serious  thinkers.  The  basic  idea  of  that  philosophy 
was  the  conception  o£  "Nature,"  meaning  thereby  the  unre- 
strained play  of  individual  desires,  the  more  "  natural  "  the  less 
conscious  they  are.  "  Nature,"  in  this  sense,  was  always  benefi- 
cent ;  to  interfere  with  her  plan  was  both  inexpedient  and 
immoral.  This  belief  suffuses  his  argument  for  non-restraint 
with  a  glow  of  righteous  fervour.  No  philosopher  worth  listen- 
ing to  would  to-day  use  the  adjective  "natural"  quite  so  easily 
and  comfortably;  he  would  realize  that  either  Nature  "  includes 
human  purpose,  in  which  case  State  action  may  be  as  "  natural " 
as  anything  else ;  or  that,  if  it  is  defined  to  exclude  human 
purpose,  "  Nature  "  is  a  good  servant  and  a  bad  master.  And 
yet  this  antiquated  philosophy  long  continued  to  afiect  uncon- 
sciously economists  in  all  lands ;  and  in  England  its  influence 
has  hardly  yet  completely  passed  away. 

With  the  English  economists  who  followed  Adam  Smith  I 
cannot  now  deal  individually.  The  greatest  of  them  was,  of 
course,  Ricardo,  and  it  would  take  too  long  to  recall  the  extent 
of  his  agreement  with,  and  difierence  from,  Adam  Smith.  It 
will  be  enough  for  our  purpose  to  notice  that  in  the  twenties 
and  thirties  of  the  nineteenth  century  there  grew  up  a  neat 
self-contained  little  body  of  doctrine  which  to  its  adherents  con- 
stituted "  political  economy."  At  first,  it  is  true,  the  principles  of 
political  economy,  however  much  they  might  be  spoken  of  in 
the  plural,  practically  meant  nothing  but  the  desirability  of  free 
trade.  Thus  the  Political  Economy  Club  of  London,  which  was 
created  in  1821,  had  for  its  published  purpose  to  "  ascertain  if 
any  doctrines  hostile  to  sound  views  on  political  economy  have 
been  propagated ;  to  contribute  whatever  may  be  in  their  power 
to  refute  such  erroneous  doctrines,  and  "  to  avail  themselves  of 
every  favourable  opportunity  for  the  publication  of  seasonable 
truths  within  the  province  of  this  science."  But  all  this  only 
meant,  as  the  club  historian  tells  us,  that  the  club  was  "  founded 
to  support  the  principles  of  free  trade."  Next  to  liberty  of 
commerce,  what  most  united  the  economists  of  the  time  was  their 
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ardour  on  behalf  of  internal  industrial  liberty.  They  urged  the 
removal  of  all  existing  legal  restraints  on  labour,  and  the  pre- 
vention of  the  imposition  of  new  ones  either  by  factory  legisla- 
tion or  by  combination  among  the  workpeople.  But  with  these 
principles  of  public  policy  soon  came  to  be  associated  a  set  of 
conclusions  with  regard  to  the  actual  economic  structure  of 
society — the  so-called  "  laws  "  of  rent,  of  profits,  and  of  wages, 
together  with  the  corollaries  of  these  laws  with  regard  to  the 
incidence  of  taxation.  We  must  speak  guardedly  here ;  there 
were  certainly  differences  among  the  leading  writers,  and  the 
popularizers  were  less  cautious  than  the  masters.  But  that  there 
was  such  a  thing  as  an  orthodox  political  economy  ;  that  it  had 
great  vogue  and  much  influence ;  and  that  it  consisted  of  a  small 
number  of  comparatively  simple  propositions,  cannot  be  denied. 
It  may  be  regarded  as  having  been  completed  by  1847,  when 
John  Stuart  Mill  hurriedly  put  it  into  literary  form.  But  Mill 
was  susceptible  to  other  influences,  and  enriched  his  work  as 
literature  by  elements  inconsistent  with  its  main  core.  How 
limited  was  the  eflective  range  of  the  old  political  economy,  and 
how  thin  in  general  was  its  intellectual  texture,  may  be  better 
seen  from  Fawcett's  simplification  of  Mill,  published  in  1863. 

That  date  (1863)  may  be  conveniently  taken  as  roughly  repre- 
senting the  culmination  of  the  influence  of  the  older  economics  in 
England.  Almost  the  last  remnants  of  protection  had  been 
removed,  and  Ireland  had  not  yet  led  us  to  lay  sacrilegious  hands 
on  "freedom  of  contract."  In  France  an  even  more  limited 
orthodoxy  had  possession  of  the  teacher's  chair ;  the  socialist  and 
communist  protests  of  the  1848  period  had  been  discredited  by 
popular  excesses ;  the  Emperor  himself  was  supposed  to  be  a  free- 
trader in  theory ;  and  the  new  treaty  with  England  might,  with 
much  apparent  reason,  be  regarded  as  the  beginning  of  the  end  of 
protection  in  that  country.  German  economics,  it  is  true,  had 
had  a  difierent  origin ;  it  had  started  in  the  "  administrative 
sciences  "  taught  to  future  government  oflacials.  But  its  original 
bias  in  favour  of  State  action  had  for  the  time  been  overcome  by 
a  school  which  followed  Adam  Smith  ;  the  doctrine  of  "  natural 
liberty "  was  still  performing  its  necessary  task  of  removing 
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antiquated  restrictions  on  trade  and  industry ;  the  commercial 
policy  of  the  ZoUverein  was  one  nearly  approaching  to  complete 
freedom.  There  had  indeed  been  an  early  historical  school ;  and 
List  (worthy  to  be  placed  with  Frederick  the  Great,  Stein,  and 
Bismarck  as  co-founder  of  the  modern  German  Empire)  had 
already  set  forth  his  penetrating  criticisms  of  Adam  Smith.  But 
the  time  for  List  and  for  history  to  exercise  their  full  influence 
had  not  yet  come.  And  so,  while  for  more  than  forty  years 
the  "  school  of  natural  liberty  "  had  been  supreme  in  England 
— so  supreme  that  outspoken  dissenters  like  Carlyle  and  Ruskin 
could  be  dismissed  with  disdain — abroad  a  doctrine  which  was 
fundamentally  identical  with  it  seemed  about  to  secure  a  like 
supremacy. 

But  now  in  the  seventies  came  a  great  stirring  of  the  waters — 
most  conspicuous  in  Germany,wherethere  was  a  larger  surface  of 
scientific  economic  interest  to  be  disturbed.  It  was  primarily 
the  pressure  of  the  labour  question  which  compelled  economists 
to  take  stock  of  their  mental  equipment.  In  a  well-known 
address  delivered  in  1871,  Professor  Adolph  Wagner,  of  Berlin, 
said — 

"The  science  of  political  economy  is  at  present  passing  through  a 
great  crisis.  As  to  this  the  German  representatives  at  least  of  this 
branch  of  knowledge  no  longer  deceive  themselves.  That  it  is  in 
Germany  that  the  crisis  is  most  evident  may  be  justly  regarded  as  an 
encouraging  sign  of  national  vigour.  Many  causes  have  contributed  to 
it ;  but  the  most  influential  of  all  has  been  the  appearance  of  the  social 
or  labour  question."  ^ 

It  was  this  which  in  1872  brought  about  the  Eisenach  gather- 
ing of  economists,  politicians,  and  men  of  business  "  to  discuss 
the  social  question,"  a  conference  which  led  to  the  formation  of 
the  Verein  fur  Socialpolitik,  under  whose  auspices  has  since 
appeared  a  long  and  most  valuable  series  of  investigations.  The 
practical  effect  of  the  new  movement  is  written  large  in  the  social 
legislation  of  the  German  Empire.  Much  of  it  may  not  unfairly 
be  described  as  simply  an  imitation  of  English  factory  legislation. 
Our  English  economists  (of  course  I  am  speaking  generally)  had 

^ Wagner,  Eede  iiher  die  sociale  Frage. 
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in  their  palmiest  days  fought  tooth  and  nail  against  factory 
legislation ;  ^  when  it  was  carried  against  them,  they  and  their 
successors  were  somehow  able  to  regard  it  as  an  exception  which 
did  not  endanger  their  general  principle.  But  German  thinkers 
did  not  fail  to  see  that  a  concession  on  this  point  ought  to  involve 
a  readjustment  of  the  whole  mental  attitude.  If,  in  this  field? 
optimism  broke  down ;  if,  in  this  field,  the  ultimate  interests  of 
society  needed  to  be  defended  against  the  immediate  interests  of 
individuals  ;  if,  in  this  field,  the  State  had  a  positive  part  to  play ; 
then  no  longer  could  it  be  maintained  as  a  general  principle  that 
"  natural "  economic  forces  always  worked  out  to  the  best  result ; 
that  society  could  be  safely  trusted  to  the  individual  pursuit  of 
self-interest ;  that  the  State  had  no  right  to  "  interfere." 

A  second  cause  was  the  growth  of  the  historical  spirit.  The 
mere  increase  of  information  about  the  past  began  to  dissipate  the 
old  simplicity  of  the  doctrinaire  philosophy  of  history.  Freedom 
and  interference  had  not,  as  a  matter  of  fact,  been  contrasted  in 
their  efiects  as  light  and  darkness.  Conditions  in  the  past  had 
been  very  different;  and  policies  unwise  now  might— it  began 
to  be  perceived — have  been  wise  then.  Doctrines  once  conceived 
of  as  absolute  for  all  space  and  time  came  now  to  be  regarded  as 
relative  to  particular  circumstances,  as  resting  upon  postulates 
not  eternally  present.  And  soon  these  results  of  mere  scholarship 
were  lifted  up  and  carried  along  by  the  vast  current  of  evolu- 
tionary thought,  which  gave  its  intellectual  colour  to  the  second 
half  of  the  century.  Whether  it  came  from  Darwinian  biology 
or  from  Hegelian  or  Comtist  philosophy,  the  thought  of  develop- 
ment, of  ceaseless  change,  of  the  advent  of  later  organisms 
growing  out  of  earlier  ones,  took  possession  of  men's  minds.  It 
was  seen  that  the  problem  for  the  economist  must  be  "  dynamic  " 
at  least  as  much  as  static  " — not  only  how  things  are,  but  how 
things  are  going  ;  not  only  what  is  to  be  done  now  to  serve  the 
needs  of  to-day,  but  also  what  is  to  be  done  now  to  anticipate  the 
needs  of  the  days  to  come.    This  was  the  thought  really  at  the 

'  Cf.  the  remark  in  Greville'.s  Jo?«7m/{  (quoted  in  Jloddov^s  Shaftesbury)j  mih 
regard  to  the  Ten  Honrs  Bill :  "  Melbourne  is  all  against  Ashley  ;  all  the  political 

econoniists,  of  course." 
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bottom  of  the  economic  teachings  of  Frederick  List.  List,  the 
only  writer  worthy  to  be  placed  for  his  influence  on  the  world  by 
the  side  of  Adam  Smith,  was,  like  Smith,  a  controversialist  as 
well  as  a  scientific  thinker,  and  his  chief  book  is  as  much  a  big 
pamphlet  as  the  Wealth  of  Nations.  He  saw  the  world  through 
coloured  spectacles  just  as  Smith  did,  if  their  tint  was  rather 
different ;  and  no  one  can  any  longer  completely  accept  his  quite- 
too-simple  forecast  of  the  future.  But,  like  Smith  with  his  idea 
of  division  of  labour,  he  had  got  hold  of  one  great  idea  which 
will  never  cease  to  influence  men's  minds.  He  called  it  himself 
the  doctrine  of  productive  powers,"  and  contrasted  it  with 
Smith's  "  doctrine  of  exchange  Values."  Smith,  he  said,  thought 
only  of  the  greatest  possible  production  at  a  given  time  of 
exchangeable  commodities,  and  objected  to  protection  as  impeding 
this  immediate  result.  But  protection,  urged  List,  might  develope 
a  nation's  productive  powers  and  lead  to  an  even  larger  produc- 
tion in  the  future.  The  criticism  is  a  fair  one  ;  and  so  was  the 
practical  application  which  List  made  to  his  own  time  and 
country,  viz.  that  protection  is  justified  for  the  industrial  educa- 
tion of  the  people.  It  is,  in  other  words,  Mill's  doctrine  of  "  infant 
industries."  In  that  form  the  idea  is  no  longer  applicable  to 
countries  like  Germany  or  the  United  States ;  the  free-trader 
scores  an  easy  victory  when  he  asks  when  the  infants  are  to 
be  regarded  as  grown  up.  But  what  List  had  in  his  mind  was 
the  great  thought  that  the  economic  interest  of  the  Present  is 
not  necessarily  the  economic  interest  of  the  Future,  that  Short 
Period  interests  are  not  necessarily  identical  with  Long  Period 
interests.  And  in  pressing  this  upon  the  attention  of  his 
countrymen,  List  was  in  profound  agreement  with  the  evolu- 
tionary spirit  of  the  time. 

List's  book  was  called  "  The  National  System  of  Political 
Economy ; "  and  this  brings  me  to  the  third  of  the  causes  that 
are  transforming  economics.  The  earlier  writers  on  trade, 
before  the  advent  of  the  French  and  English  School  of  Natural 
Liberty,  had  all  had  before  their  eyes  the  fortunes  of  a  par- 
ticular country.  That  was  indeed  implied  in  the  term  "  political." 
As  "  domestic  economy"  was  the  science  of  the  material  affairs 
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of  a  family,  so  political  economy  was  the  science  of  the  material 
affairs  of  a  political  society.  Even  Adam  Smith  had  defined 
political  economy  as — 

"  a  branch  of  the  science  of  a  statesman  or  legislator,"  which  "  pro- 
poses two  distinct  objects ;  first,  to  provide  a  plentiful  revenue  or 
subsistence  for  the  people,  .  .  .  and  secondly,  to  supply  the  state  or 
commonwealth  with  a  revenue  sufficient  for  the  public  services.  It 
proposes  to  enrich  both  the  people  and  the  sovereign."  ^ 

It  would  take  too  long  to  consider  how  it  was  that,  thus 
defining  it,  Smith  practically  set  the  example  of  treating  it  as  a 
doctrine  applicable  to  industrial  and  commercial  humanity  at 
large,  and  entirely  cosmopolitan.  Anyhow,  that  was  the  pre- 
vailing tone  of  his  successors ;  and  to  rid  themselves  of  the 
political  entanglements  of  their  teaching,  and  to  rise  to  an 
atmosphere  of  non-national  humanity,  has  been  one  of  the 
reasons  for  the  abandonment  of  the  term  "  political  economy  '* 
by  many  recent  writers  in  favour  of  the  more  abstract-sounding 
"economics."^  But  with  the  tide  of  nationalist  enthusiasm 
reshaping  the  map  of  Europe  and  determining  the  shape  of  that 
of  America,  no  wonder  that  foreign  economists  should  feel  them- 
selves concerned  above  all  with  the  fortunes  of  their  own  people 
and  bound  to  think  primarily  of  its  interests.  The  national 
point  of  view  is  full  of  danger,  and  this  free-traders  have  not 
failed  to  point  out ;  what  they  have  often  failed  to  see  is  that 
it  is  consistent  with  a  noble  idealism  which  regards  the  nation 
as  an  indispensable  instrument  for  the  ultimate  well-being  of 
humanity.  They  can  hardly  be  expected  to  learn  this  from 
Bismarck ;  but  they  might  perhaps  learn  it  from  Mazzini. 

So  much,  then,  for  the  forces  which  operated  in  the  seventies, 
everywhere  to  some  extent,  but  most  notably  in  Germany,  to 
modify  the  attitude  of  the  economists.  Do  I  seem  to  have  spent 
too  much  time  in  describing  vague  intellectual  influences,  and  to 

*  Tho  late  Professor  Thorold  Rogers,  who  sometimes  blurted  out  what  others 
expressed  more  mildly,  remarks  on  this,  in  his  edition  of  the  Wealth  of  Nations 
(1869):  "The  meaning  which  Adam  Smith  assigned  to  political  economy  has 
passed  away." 

^  Of.  lladloy,  Economics,  sects.  14,  16;  and  the  opening  words  of  Marshall's 
rrinciples  :  "  rolitical  economy  or  economics  is  a  study  of  mankind,"  etc. 


have  delayed  too  long  to  come  to  the  particular  subject  in  which 
we  are  interested  ?  It  is  because,  as  I  have  suggested  already, 
and  shall  show  more  definitely  later,  it  is  not  so  much  the  purely 
abstract  scientific  analyses  of  the  orthodox  economist  which 
cause  him  to  be  an  intransigeant  free-trader.  These  analyses 
may  usually  be  accepted  as  in  themselves  correct.  It  is  because, 
instead  of  using  them  as  means  towards  the  interpretation  of 
the  tendencies  revealed  by  historical  and  statistical  inquiry,  he 
draws  conclusions  from  them  which  are  dictated  not  by  logic 
but  by  a  preconceived  bias.  It  is  in  truth  a  mental  attitude, 
an  outlook,  a  philosophy  of  society,  that  confronts  us  in  the 
older  economics ;  an  inadequate,  rather  than  in  itself  a  funda- 
mentally mistaken,  course  of  reasoning.^ 

In  his  inaugural  lecture  as  Rector  of  the  Berlin  University  in 
1897,  Professor  SchmoUer  referred  to  "  free  trade  v.  protection  "  as 
one  of  the  controversies  which  had  by  that  time  "  disappeared 
from  scientific  discussion."  ^  Any  one  who  will  take  the  trouble 
to  look  at  the  standard  text-books  at  present  in  use  in  the 
German  universities  will  see  what  he  means.  As  examples,  take 
the  volume  on  "  Trade  "  in  the  System  of  Political  Economy  by 
Professor  Cohn  (1898) — a  work  which  has  secured  a  wide  circu- 
lation  from  the  excellence  of  its  literary  form;  or  the  long 
monograph  on  "  Trade  "  by  Professor  Lexis — a  sober  and  cautious 
writer  if  ever  there  was  one — in  the  vast  encyclopaedia  edited  by 
Professor  von  Schonberg,  and  humorously  called  a  Handbook, 
I  refer  to  the  fourth  edition  of  this  standard  authority  (1898).^ 
What  will  be  found  in  books  like  these  is  usually — first,  an 
account  and  criticism  of  the  older  mercantilism ;  then  an  account 
and  criticism  of  the  teachings  of  Adam  Smith  and  Ricardo;  then 
an  account  and  criticism  both  of  List's  doctrine  of  protection  for 

*  Of  course  I  do  not  wish  to  identify  all  the  critics  of  the  proposed  fiscal  changes 
with  the  social  philosophy  of  the  earlier  economists.  The  abstract  free-trade 
doctrine  is,  for  instance,  conspicuously  absent  from  the  published  speeches  of  Mr. 
Asquith.  But  the  old  assumptions  are  continually  impHed  in  a  good  deal  of  current 
controversial  literature.  Consider,  as  a  case  in  point,  the  use  of  the  word  "  ulterior  " 
in  the  last  paragraph  of  the  professorial  manifesto.  (Economic  Journal^  xiii.  448.) 

^  tjher  einige  Grundfragen  (1898),  p.  339. 

'  Among  older  books,  see  Roscher's  Handel  und  Gewerhey  with  the  significant 
additions  of  Professor  Stieda  to  the  7th  edition,  pp.  841,  855. 
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manufactures  only  and  of  the  system  of  "  solidarity  "  of  interests, 
involving  the  protection  of  both  industry  and  agriculture,  which 
Germany  has  recently  borrowed  from  France  ;  then  will  follow 
a  discussion  of  the  danger  to  German  agriculture  involved  in 
American  competition;  and  the  whole  will  end  with  the  con- 
clusion that  no  absolute  rule  can  be  laid  down,  that  sometimes 
free  trade  is  wise,  sometimes  protection,  and  that  the  decision 
ought  to  depend  upon  the  conditions  in  each  case.  This  way  of 
dealing  with  the  subject  is  apt  to  perplex  the  English  reader ; 
after  the  smashing  blows  of  the  English  economists  it  seems  a 
little  tame,  not  to  say  weak  and  Laodicean.  And  naturally  he 
will  not  meet  with  absolute  unanimity.  Even  putting  aside  the 
few  free-traders  of  the  English  type  who  are  still  to  be  found  in 
Germany,  like  Professor  Brentano  and  Professor  Dietzel,  and 
looking  only  at  the  great  majority  of  professorial  economists 
whose  attitude  is  that  I  have  described,  he  will  learn  that 
some,  as  a  matter  of  practical  policy,  lean  towards  a  relatively 
free  trade,  while  others  lean  towards  the  other  side.  He  will 
find  they  have  no  illusions  which  blind  them  to  the  selfish- 
ness of  the  class  interests  involved — whether  of  the  great 
industrials  or  of  the  agrarians :  they  realize  the  dangers,  but 
feel  that  they  have  to  be  faced ;  that  for  a  State  to  shirk  a  duty 
because  it  is  difiicult  and  can  only  be  imperfectly  performed, 
would  be  to  abdicate  its  essential  function.  That  free  trade,  if 
it  were  possible,  would  produce  the  largest  sum  of  wealth  in  the 
immediate  present ;  that,  wherever  other  and  weightier  motives 
do  not  present  themselves,  it  is  well  to  retain  the  advantages  of 
international  rivalry ;  that  free  trade  was  wise  for  England  in 
1846,  owing  to  its  quite  unique  industrial  superiority — itself  in 
large  measure  due  to  the  conquests  of  war,  and  to  a  rigid  pro- 
tective policy  in  the  previous  period  ; — all  this  they  recognize. 
But  they  point  out  that,  if  countries  less  favourably  situated  are 
ever  to  develope  their  resources,  and  so  ultimately  to  produce  the 
greatest  sum  of  wealth ;  or,  again,  that  if  Germany  desires  to 
retain  her  agricultural  population  for  political,  social,  and  ethical 
reasons,  recourse  must  be  had  to  protective  measures. 

German  economic  teaching  is,  however,  necessarily  a  teaching 
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for  Germany.  The  problems  which  confront  us  in  England 
differ  from  those  presented  to  Germany  in  several  respects. 
For  Germany  the  problem  at  first  was  how  to  defend  the  new 
and  rising  manufactures  of  a  country  which  had  hitherto  been 
mainly  agricultural  from  the  crushing  competition  of  a  country 
which  had  preceded  her  in  its  industrial  development :  with  us 
the  problem  is  to  defend  great  industries  already  long  estab- 
lished. For  Germany  the  question  more  recently  has  been  the 
preservation  of  the  agricultural  population,  and  above  all  the 
maintenance  of  a  peasant  proprietary  rooted  in  the  soil :  with 
us  the  divorce  of  the  people  from  the  soil  has  already  gone 
very  much  further.  For  Germany  the  colonial  question  is  of 
less  immediate  importance  than  the  domestic  agrarian  question. 
So  far  as  Germany  pursues  a  colonial  policy  at  all,  it  is  in  the 
hope  of  making  a  beginning  in  the  creation  of  oversea  posses- 
sions ;  of  finding  opportunities  for  the  expansion  of  its  people ; 
of  not  being  left  out  in  the  cold  in  the  partition  of  the  world 
which  is  so  rapidly  proceeding ;  of  securing  for  itself  "  a  place 
in  the  sunshine."  Great  Britain  has  its  place  in  the  sunshine ; 
it  already  has  its  vast  nominal  empire ;  with  us  the  question  is 
whether  that  empire  can  be  maintained  and  converted  into  an 
economic  reality.  Hence  it  is  the  spirit  in  which  German 
economists  approach  their  problem  that  is  stimulating  and 
suggestive  for  us,  rather  than  the  precise  measures  which  they 
advocate. 

But  there  are  not  wanting  clear  indications  of  the  sort  of 
conclusions  to  which  their  principles  would  lead  when  applied 
to  England.  Let  me  take  two  examples.  One  is  the  book  by 
Professor  Fuchs,  on  the  Commercial  Policy  of  England,  which 
appeared  in  1893.  This  is  the  source  from  which  German  pro- 
fessors and  officials  draw  perhaps  most  of  their  impressions 
as  to  the  position  of  affairs  in  this  country.  Professor  Fuchs 
makes  his  way  through  the  mazes  of  the  Depression  of  Trade 
literature  of  the  eighties,  and  of  the  Fair  Trade  and  Imperial 
Federation  discussions  of  the  eighties  and  early  nineties,  with 
remarkable  cool-headedness  and  impartiality.  If  he  is  not  con- 
vinced by  the  writers  of  the  Cobden  Club  that  all  is  well,  he  is 
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equally  unconvinced  by  the  fair  traders  that  all  is  wrong.  But 
his  general  view  is  that  a  movement  towards  closer  union 
between  the  mother  countries  and  the  colonies  has  long  been 
inevitable,  and  is  politically  altogether  justifiable.  Political 
without  commercial  federation  he  deems  highly  improbable  ;  on 
the  other  hand,  it  seems  to  him  likely  enough  that  commercial 
federation  will  ultimately  lead  to  political.  As  to  the  economics 
of  the  matter,  an  elaborate  analysis  of  the  trade  figures  for 
the  preceding  thirty  years  demonstrates  to  his  satisfaction  the 
weakness  of  the  ordinary  arguments  for  inaction.  He  points 
out  how  dependent  Great  Britain  is  on  its  foreign  trade ;  how 
periods  of  depression  have  run  parallel  with  decreased  exports  > 
how  marked  had  been  the  increase  in  the  import  of  manu- 
factured goods;  how  the  entrepot  trade  has  been  visibly  de- 
clining ;  how  the  protective  policy  of  foreign  countries  had  indeed, 
when  he  wrote,  not  so  much  diminished  the  actual  amount  of 
British  trade  as  prevented  its  proportionate  increase ;  how  much 
more  important  had  become  the  trade  with  countries  outside 
Europe  and  the  United  States,  and  especially  our  trade  with 
our  colonies  and  possessions.  The  chief  obstacle  to  the  adoption 
of  the  preferential  polic}^  was  recognized  by  him,  more  than 
eleven  years  ago — the  fact  that  it  involves  a  duty  on  corn. 
Until  the  new  policy  has  so  stimulated  the  growth  of  corn 
within  the  empire  as  to  make  Great  Britain  independent  of 
foreign  supplies — an  object  whose  desirability  he  thinks  beyond 
discussion — the  price  of  bread  may  be  affected.  That  any  in- 
creased cost  of  bread  could  be  more  than  balanced  by  a  reduction 
in  the  duties  on  tea,  tobacco,  and  coffee,  he  regards  as  very 
probable.  The  question  is — Can  the  masses  be  made  to  under- 
stand this  ?  That  depends,  as  he  concludes  in  prophetic  words 
— some  years  before  the  late  Secretary  for  the  Colonies  had 
identified  himself  with  the  movement — on  whether  England 
will  produce  a  statesman  "  with  sufficient  insight,  courage, 
energy,  and  tact."  Meanwhile  it  was  Germany's  business,  he 
frankly  remarked,  to  hinder  as  far  as  possible  the  realization 
of  plans  whicli  would  certainly  be  very  unfortunate  for  that 
country. 
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When  an  impartial  observer  could  say  this  much  in  1893,  it 
is  easy  to  realize  how  epoch-making  must  have  appeared  to 
foreign  observers  the  grant  of  Canadian  preference  in  1897. 
It  has  seemed  to  them  since  almost  inconceivable  that  the 
colonial  overture  should  not  be  accepted.  Far  from  being  taken 
by  surprise  by  the  speech  of  a  year  ago,  it  was  the  utterance 
for  which  they  were  expectantly  waiting.  A  modification 
of  England's  commercial  policy  does  not  strike  them  as  the 
arbitrary  freak  of  a  sentimental  politician,  but  as  the  natural 
culmination  of  tendencies  which  have  long  been  forcing  their 
way  towards  the  control  of  our  political  action. 

It  may  be  objected  that  in  the  last  paragraph  or  so  I  have 
left  the  purely  economic  ground  for  the  political ;  and  it  is,  as 
we  know,  frequently  alleged  that  the  preferential  proposal  is  the 
unfortunate  result  of  imperial  enthusiasm,  and  has  no  real 
justification  in  the  present  condition  of  English  trade.  Let  me 
cite,  then,  one  more  German  observer,  and  this  an  economist 
deserving  of  the  very  highest  consideration.  I  said  some  time 
ago  that  almost  all  German  teachers  had  been  profoundly 
influenced  by  the  historical  spirit.  But  this  has  not  led  them 
all  to  exactly  the  same  conclusion  as  to  the  future  shape  of  their 
science.  There  are  those  who  are  more  theoretical,  and  there 
are  those  who  are  more  historical  in  a  limited  sense  of  the  word. 
Of  the  former  the  most  distinguished  representative  is  the 
veteran  Professor  Adolph  Wagner,  of  Berlin.  As  compared  with 
most  of  our  English  economists  he  is  very  historical ;  as  com- 
pared with  some  of  his  colleagues  he  is  so  much  less  historical 
than  they  are  that  the  maintainers  of  the  old  tradition  alike  in 
England  and  America  have  been  wont  to  hold  his  "  moderation  " 
up  to  our  respectful  admiration.^  And  there  is  another  reason 
why  Wagner  deserves  attention.  He  has  been  a  most  dis- 
tinguished leader  of  that  group  of  professors  which  took  so  warm 
an  interest  in  the  legislative  protection  of  the  working  classes 
that  they  were  dubbed  "socialists  of  the  chair."  Nobody 

*  See  the  footnotes  to  Professor  Marshall's  Principles;  the  translation  from 
Wagner  in  the  (Harvard)  Quarterly  Journal  of  Economics,  i.  113 ;  Keynes'  Scope 
and  Metliod  (1898),  p.  298,  etc. 
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who  cares  for  social  progress  can  mention  his  name  without 
respect. 

Now,  in  1901-2  Professor  Wagner  intervened  in  the  warm 
discussion  then  proceeding  in  Germany  with  regard  to  a 
proposed  increase  of  the  duties  on  grain,  with  a  book  on  The 
Agricultural  and  Industrial  State.  In  this  he  takes  occasion 
to  survey  the  commercial  position  of  Great  Britain — for  what 
reason  ?  As  a  warning  to  Germany.  In  the  compass  of  fifty- 
six  closely  packed  pages  he  takes  all  the  chief  branches  of 
English  trade,  all  the  chief  directions  of  English  trade,  and 
shows  how  insecure  it  has  become.  The  present  movements  of 
our  commerce  give  us  a  brief  respite,  and  that  is  all ;  they  are 
inevitably,  in  his  opinion,  preparing  for  our  downfall.  I  will 
not  weary  my  readers  with  the  detailed  results  of  his  most 
laborious  and  careful  inquiry — a  model  of  competent  statistical 
investigation.  Nor  have  I  any  means  of  knowing  whether 
Professor  Wagner  would  see  in  a  system  of  imperial  preference 
a  way  out  of  the  fate  which  otherwise  he  foretells  for  us.  But 
I  cannot  but  add  that  I  fail  altogether  to  understand  how  any 
impartial  student  of  his  pages  can  deny  that  the  prospects  of 
English  trade  under  present  conditions  are  exceedingly  grave. 
I  can  understand  the  position  of  those — there  are  some  of  them, 
and  those  among  the  ablest,  on  the  free -trade  side — who  say 
that  the  prospect  is,  indeed,  gloomy,  but  that  tariffs  will  not 
help  us.  But  how  any  one  who  has  given  the  matter  serious 
attention  can  be  comfortably  optimistic  passes  my  comprehension. 

The  transformation  of  the  spirit  of  economic  teaching,  so 
marked  in  the  case  of  Germany,  has  been  by  no  means  limited 
to  that  country.  Up  to  1878  French  political  economy,  true  to 
the  traditions  of  Bastiat,  had  retained  a  narrowness  of  outlook 
conspicuous  even  when  compared  with  the  position  of  their 
English  contemporaries.  The  "  State,"  to  its  representatives, 
was  a  synonym  for  everything  undesirable ;  and  with  Latin 
logicality  they  abhorred  its  action  with  equal  bitterness  whether 
it  took  the  form  of  the  control  of  foreign  trade  or  of  the  regu- 
lation of  the  conditions  of  labour.  In  that  year,  however,  pro- 
iesHorships  of  political  economy  were  established  in  the  faculties 
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of  law  all  over  the  country  ;  and  the  new  appointees — freed  by 
a  series  of  circumstances,  into  which  I  need  not  enter,  from  the 
curious  domination  hitherto  exercised  by  the  group  of  Parisian 
economists — showed  a  remarkable  readiness  to  view  their  subject 
in  a  fresh  and  independent  way.  Influenced  partly  by  their 
legal  and  philosophical  training,  partly  by  the  teaching  of  their 
German  contemporaries,  they  started  without  any  prepossession 
against  State  action  in  the  economic  field ;  and  when  one  of 
them,  M.  Cauwes,  Professor  of  Political  Economy  in  the  Law 
Faculty  of  Paris,  published  his  lectures  in  1880,  it  was  found,  to 
the  unspeakable  disgust  of  the  old  school,  that  he  was  actually 
teaching  protection  in  the  spirit  of  List.  I  would  not  give  the 
impression  that  all  the  younger  men  in  France  are  protectionists. 
But  the  old  rigid  orthodoxy  is  broken  down  ;  and,  as  M.  Gide — 
perhaps  the  most  distinguished  of  them,  and  himself  leaning  dis- 
tinctly in  the  free- trade  direction — has  said,  the  time  is  past  in 
France  when  in  professorial  circles  it  would  be  gravely  discussed, 
"  Can  one  be  an  economist  and  a  protectionist  at  the  same  time  ? "  ^ 
In  the  United  States  there  were  for  a  long  time  few  chairs  of 
political  economy,  and  their  occupants — like  Professor  Sumner, 
of  Yale — simply  repeated  the  current  English  teaching,  with  an 
added  virulence  which  did  positive  harm  to  their  cause,  and  had 
absolutely  no  influence  in  checking  America's  resort  to  protec- 
tion. But  the  remarkable  development  of  the  universities  in 
the  eighties  led  to  a  great  increase  in  the  number  of  teaching 
positions.  Most  of  their  occupants  had  been  trained  in  Germany, 
and  came  back  imbued  with  the  new  spirit.  In  1887  they 
formed  the  American  Economic  Association  to  keep  one  another 
in  countenance,  and  used  language  about  "  the  moral  functions 
of  the  State  "  exceedingly  trying  to  the  economic  optimism  and 
political  pessimism  of  the  older  professors.  As  to  protection — 
well,  they  did  not  need  to  preach  that !  legislation  was  going 
fast  enough  that  way  !  But  they  no  longer  damned  it  out  and 
out;  they  distinguished  and  qualified  in  a  way  repulsive  to 
laissez-faire  sentiment.    A  characteristic  specimen  of  this  way 

'  See  M.  Gide's  illuminating  article  in  the  (New  York)  Political  Science  Quarterly, 
V.  603  (1890). 
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of  teaching  the  subject  will  be  found  in  the  popular  text-book  of 
Professor  Ely,  of  Baltimore.^ 

Time  and  experience  have  led  to  much  the  same  result  even 
with  those  who  started  with  the  older  prepossessions.  And  in 
this  connexion  I  cannot  but  refer  to  the  work  of  my  Harvard 
colleague,  Professor  Taussig,  in  some  ways  the  most  distinguished 
of  the  American  economists  of  this  generation.  Every  one  who 
knows  anything  about  the  Harvard  Department  of  Economics, 
and  of  the  Quarterly  Journal  which  it  edits,  knows  that  its 
leanings  have  been  decidedly  on  the  laissez-faire  and  individu- 
alist side.  Professor  Taussig  himself  was  objected  to,  on  his 
appointment  to  the  chair,  by  some  protectionist  members  of  one 
of  the  university  governing  boards,  on  the  ground  of  his  supposed 
free-trade  partisanship ;  and  his  Tariff  History  of  the  United 
States  has  long  been  a  storehouse  of  argument  against  the  policy 
pursued  by  Congress.  But  now  let  any  one  who  remembers 
this,  turn  to  the  instructive  article  on  the  American  iron  industry 
in  the  1900  volume  of  the  Harvard  Quarterly  Journal  of 
Economics.  He  will  find  that  Professor  Taussig  still  maintains 
that  the  protection  of  American  iron  involved  a  loss  to  the 
country  in  its  initial  stages.  As  he  justly  says,  this  conclusion, 
which  the  protectionist  man-in-the-street  is  usually  so  unready 
to  accept,  is  "  but  a  common-sense  application  of  the  principle  of 
division  of  labour,  a  platitude  hardly  to  be  dignified  as  '  deduc- 
tive reasoning.' "  But  he  goes  on  to  assert  (1)  that  protection 
did  not  raise  the  price  by  the  whole  amount  of  the  duty,  as  the 
extreme  free-traders  were  wont  to  affirm ;  (2)  that  the  recent 
advance  in  the  industry,  though  due  mainly  to  other  factors, 
has  really  been  stimulated  and  hastened  by  protection ;  (3)  that 
national  aptitudes  can  be  affected  by  "  purposeful  legislation  ;  " 
(4)  that  protection  is  not  necessarily  deterrent  of  improvement 
in  the  arts  of  production,  and  that,  as  a  matter  of  history,  this 
has  not  been  its  consequence  in  the  United  States.  What  does 
this  mean  ?  Not  that  Professor  Taussig  has  gone  over  from  the 
free-trade  to  the  protectionist  camp ;  not  even  that  he  has  aban- 
doned abstract  deduction  for  purely  historical  investigation ;  but 
'  An  Introduction  to  Political  Economy  (1889). 
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simply  that  he  has  reached  a  position  of  impartial  objectivity, 
using  both  history  and  deduction  without  abusing  them. 

From  this  survey  of  the  general  movement  of  economic 
thought  in  other  countries  we  come  back  to  the  fact  with  which 
we  started — that  a  majority  of  British  economists  have  signed 
a  pronouncement  intended  to  veto  any  serious  reconsideration 
of  the  commercial  policy  of  this  country.  What  is  the  expla- 
nation of  this  remarkable  circumstance  ?  It  is  simply  this,  in 
my  judgment — that  the  problem  has  been  presented  to  our 
economists  at  a  time  when  the  stirring  of  the  intellectual  waters 
is  only  beginning  to  reach  England.  Not  that  the  new  ideas 
have  been  without  their  representatives  even  in  this  country 
during  the  last  three  or  four  decades.  I  need  but  refer  to  the 
Essays  of  Cliffe  Leslie  (1879),  the  Lectures  of  Arnold  Toynbee 

(1884)  ,  Dr.  Ingram's  article  in  the  JEncyclopcBdia  Britannica 

(1885)  ,  and  the  writings  of  Dr.  Cunningham.  These  have  not, 
indeed,  directly  assailed  the  free-trade  position;  the  first  two, 
at  any  rate,  were  free-traders  in  their  time;  but  they  have 
represented  a  mental  attitude  alien  to  the  older  dogmatism,  an 
attitude  which,  if  it  had  become  general,  would,  I  feel  sure, 
have  prevented  the  kind  of  appeal  to  traditional  modes  of 
reasoning  which  we  have  lately  witnessed.  That  they  have 
not  had  more  influence,  that  the  old  spirit  survives  so  generally 
in  our  academic  chairs,  is  not  difficult  to  explain.  National 
pride  has  counted  for  something.  The  nationality  of  Adam 
Smith  and  Eicardo  has  made  them  seem  perliaps  greater  intel- 
lectual giants  than  a  quite  dispassionate  cosmopolitanism  might 
have  allowed.  But  the  main  cause  has  undoubtedly  been  the 
apparent  success  of  our  commercial  policy  until  recent  years. 
Hard  as  it  may  be  for  professorial  pride  to  allow  it,  economic 
speculation  has  always  been,  to  a  very  great  extent,  attendant 
upon — has  even  lagged  behind — actual  economic  conditions. 
Adam  Smith  and  Ricardo  each  tried,  with  much  success,  to  give 
the  rationale  of  what  was  actually  coming  into  existence  in 
their  time.  The  teaching  of  List  and  the  Germans  was  not  the 
result  of  superior  scientific  insight;  it  was  because  they  were 
set  down  to  confront  different  conditions.    And  as  the  pressure 
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of  new  circumstances  makes  itself  felt  by  English  economists, 
they  also  may  be  expected,  if  not  to  modify  their  teachings,  to 
redistribute  the  emphasis.  In  the  attitude  of  the  minority  the 
transition  may  already  be  seen  under  way.  And  I  may  per- 
haps be  allowed  to  refer  to  one  sign  of  the  times  of  peculiar 
interest  to  me  personally.  A  few  years  ago  the  teaching  posi- 
tions for  economists  in  Great  Britain  could  almost  be  counted 
on  the  fingers  of  one  hand.  Of  late  political  economy  has 
begun  to  grow  very  considerably  in  the  part  it  plays  in  higher 
education,  and  this  on  account  of  the  new  demand  for  com- 
mercial education  of  a  university  type.  The  economists  attached 
to  faculties  and  triposes  of  economics  and  commerce  will  be  com- 
pelled by  the  exigencies  of  their  position  to  resume  that  work 
of  inquiry  into  concrete  industrial  phenomena  which  has  been 
so  long  neglected  under  the  domination  of  an  abstract  doctrine. 
It  would  not  be  surprising  if  the  new  departure  in  English 
academic  organization  had  somewhat  the  same  effect  in  widening 
the  scope  of  economic  teaching  as  the  new  professorships  in  the 
law  faculties  have  exercised  in  France. 

Such  conclusions  as  I  have  myself  been  able  to  reach  so  far 
by  approaching  the  tariff  issue,  as  I  have  tried  to  do,  in  a  more 
historical  spirit,  I  have  already  set  forth  in  various  places  ;  and 
I  need  not  refer  to  them  here.  But,  before  I  conclude,  I  should 
like  to  make  clear  the  attitude  of  those  who  think  as  I  do 
towards  the  economics  of  our  free-trade  colleagues.  "  Why,"  a 
friend  has  asked  me,  "  take  lessons  from  foreigners  concerning 
the  spirit  of  our  economic  inquiries  ?  Are  there  not  distinguished 
English  economists  whose  opinions  should  be  conclusive  ? "  To 
this  we  are  obliged  to  reply,  "  No,  not  on  a  matter  like  this." 

It  is  a  simple  fact  of  literary  history  that  German  economists 
have  been  compelled  during  the  last  thirty  years  to  examine 
trade  problems  and  to  "  look  before  and  after  "  in  a  way  which 
has  produced  a  considerable  body  of  writings,  while  in  England 
fiscal  policy  has  been  treated  as  a  chose  jugee.  Whatever  the 
merits  of  our  older  literature,  during  the  last  three  decades  the 
question  has  certainly  not  called  forth  the  vigorous  exercise  of 
our  intellectual  powers.    The  fresh  work  that  has  been  done  in 
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this  country  has  lain  on  either  side  of  Foreign  Trade,  and  has 
hardly  touched  it.  On  the  one  side,  investigations  of  the  highest 
value  have  been  made  into  internal  industrial  conditions — in 
such  books  as  those  of  Mr.  Charles  Booth  and  of  Mr.  and  Mrs. 
Sidney  Webb.  On  the  other  side,  attention  has  been  turned  to 
the  fundamental  groundwork  of  all  economic  life — the  fact  of 
Value — and  its  psychology  has  been  ardently  explored.  I  have 
in  mind  the  noble  work  of  Professor  Marshall,  of  Cambridge, 
the  Principles  of  Economics,  of  which  the  first  volume  appeared 
in  1890.  No  one  can  read  it  without  being  impressed  anew 
with  the  complexity  of  the  forces  which  determine  the  prices  of 
commodities  and  by  the  subtlety  of  their  interdependence.  But 
I  do  not  think  Professor  Marshall  would  take  it  amiss  if  one 
said  that  one  could  accept  all  the  positive  and  reasoned  con- 
clusions of  that  work,  and  yet  remain  unafiected  as  to  one's 
views  on  the  commercial  situation.  And  for  this  reason.  As 
he  himself  makes  abundantly  clear,  his  conscious  and  intentional 
method  at  the  outset  is  static,  i.e.  he  assumes  a  certain  given 
condition  of  supply  on  the  one  side  and  demand  on  the  other, 
and  then  considers  how  their  interaction  will  produce  a  price 
which  will  create  an  equilibrium.  And  in  this  volume  he  never, 
in  my  opinion,  really  gets  far  away  from  the  static  conception. 
That  the  market  does  change  is  recognized  as  a  fact ;  but  what 
are  the  effects  of  that  change,  and,  still  more,  what  are  its  causes, 
are  problems  into  which  he  has  scarcely  entered.  Of  course,  we 
cannot  expect  everything  to  be  dealt  with  in  a  first  volume.  My 
point,  however,  is  simply  this — that  there  does  not  at  present 
exist  any  modern  magisterial  treatise  of  the  English  orthodox 
school  before  which  our  babbling  voices  ought  to  sink  into  silence. 

We  are  therefore  thrown  back  chiefly  on  the  reasonings  of  an 
earlier  generation ;  and,  with  regard  to  these  and  later  writings 
on  the  same  lines,  those  who  think  with  me  have  this  to  say. 
We  think  that  economic  problems  need  to  be  treated  far  more 
historically  than  they  have  hitherto  been  in  England,  in  order 
to  disentangle,  if  it  may  be,  the  tendencies  of  movements  over 
wide  spaces  of  time.  The  old  abstract — so  called  "  deductive  " — 
reasoning  we  regard  as  one  of  the  means  and  an  important 
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means,  of  interpreting  the  tendencies  so  disclosed.  We  accept 
all  the  main  analyses  of  which  it  is  so  proud ;  though,  as  they 
are  seldom  more  than  the  generalizations  of  common  sense,  we 
do  not  use  quite  such  grand  language  about  them.  But  we 
distinguish  between  these  simple  generalizations  and  the  conclu- 
sions hastily  drawn  from  them. 

Take,  for  example,  the  proposition  that  in  the  long  run  exports 
must  balance  imports.^  This,  indeed,  is  often  stated  with  careless 
brevity;  properly  explained  and  qualified,  however,  it  is  a 
commonplace  too  evident  for  discussion.  But  is  it  necessarily 
a  comforting  thought?  Grant  that  imports  must  be  paid  for 
somehow,  does  it  not  matter  how  ?  Accept  Sir  Robert  Giffen's 
estimate  as  to  freight  and  foreign  investments.  Is  that  altogether 
consoling  ?  What  are  the  apparent  tendencies  at  work  ?  Have 
other  nations  ever  been  in  anything  like  the  same  situation  ? 
How  has  it  resulted  in  their  case  ?  These  and  like  questions 
must  be  faced  before  we  are  induced  to  be  content.  Then  take 
the  further  proposition  that  nations  exchange  with  one  another 
those  commodities  in  the  production  of  which  they  have  the 
greatest  relative  advantage.  Is  that  certainly  reassuring  ?  What 
are  the  commodities  in  the  production  of  which,  as  matters  stand. 
Great  Britain  enjoys  an  advantage  ?  What  are  the  advantages  it 
is  likely  to  enjoy  in  the  future,  if  things  go  on  as  they  are  now  ? 
What,  accepting  these  propositions,  is  a  reasonable  forecast  of  the 
future  character  of  British  trade  ?  ^ 

And  one  final  remark.  I  want  more  history  and  observation, 
but  I  do  not  want  less  theory.  I  want  more  theory,  and  I  want 
it  to  be  just  as  "pure,"  or  abstract,  as  it  can  be,  first,  before  it  is 
applied  to  concrete  facts.    Take,  for  instance,  the  theory  of 

*  Thus  the  Handbook  of  the  Free  Trade  Union  opens  with  the  statement :  "  The 
central  point  of  the  free-trade  doctrine  is  that,  all  trade  being  i exchange,  exports 
and  imports  are  mutually  dependent.  All  protectionist  objections  will  be  found  to 
rest  on  different  ways  of  misunderstanding  this  fundamental  truth." 

The  passage  in  Mr.  Pigou's  lliddle  of  the  Tariff  beginning,  "  The  productive 
powers  of  the  nation,  in  seeking  the  most  profitable  employment,  are  drawn  by  that 
very  fact  to  those  in  which  they  are  most  eflicient"  (pp.  21,  22),  is  a  good  example 
of  Komc  of  the  most  marked  characteristics  of  the  older  orthodox  writers,  such  as  the 
identification  of  individual  with  national  interest  and  the  entirely  static  point  of 
view. 
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"  dumping."  Our  free-trade  friends  seem  to  me  to  mix  up  the  tw  o 
questions,  "  Can  dumping,"  supposing  it  to  take  place,  "  do 
harm  ? "  and,  Has  dumping  taken  place,  or  is  it  likely  to  take 
place  ?  "  The  economist  ought  to  try  to  answer  both  questions ; 
but  one  at  a  time.  To  say  that  dumping  has  not  and  will  not 
take  place,  so  that  we  need  not  be  alarmed  ;  and  that  the  more 
the  dumping  the  better  it  will  be  for  us,  are  mutually  destructive 
arguments.  As  a  professorial  economist  I  have  a  weak  hankering 
after  a  common  agreement  on  the  theory  of  dumping.  Let  us 
start  with  the  doctrine  of  cost  of  production ;  then  observe  the 
"  law  "  of  increasing  returns  and  notice  how,  as  Professor  Marshall 
puts  it,  "an  increase  in  the  aggregate  volume  of  production 
of  anything  will  enable  a  representative  firm  to  manufacture  at  a 
less  proportionate  cost ;  "  ^  then  bring  in  the  larger  market  which 
a  protected  country  has  access  to,  while  it  defends  itself  and 
enters  a  foreign  territory  without  restraint ;  and  so  reach  a  con- 
clusion as  to  the  continuous  effect  of  normal  differences  in  cost 
of  production.  And  when  we  have  dwelt  sufficiently  on  this,  add 
the  increasing  tendency  to  sell  periodically  or  in  particular 
markets  below  the  usual  cost  of  production,  owing  to  the  greater 
fixity  of  modern  capital.  All  this  argument  could  be  set  forth 
by  one  who  was  entirely  sceptical  as  to  whether  any  serious 
amount  of  dumping  was  really  probable ;  but  it  would  have  the 
great  advantage  of  clearing  the  ground  for  the  purely  historical 
and  statistical  inquiry  which  is  equally  necessary. 

The  attempt  to  secure  the  unanimous  opposition  of  English 
economists  to  any  "  tampering,"  as  it  is  called,  with  our  present 
system,  has  failed  from  the  very  first.  Some  of  those  who  signed 
the  manifesto  are  now  recognizing  the  need  for  further  informa- 
tion, and  are  joining  with  us  in  demanding  that  improvement  in 
our  ofiScial  statistics  which  is  so  badly  wanted.  The  Fabian 
economists,  moreover,  are  beginning  to  fulfil  their  useful  role  of 
candid  friends  of  both  sides.^  I  look  forward  with  some  confidence 

*  Marshall,  Principles^  i.  397  ;  cf.  422,  439,  514,  etc. 

'  The  Fabian  Society's  tract  (116)  on  Fabianism  and  the  Fiscal  Question  combines 
instruction  with  amusement.  It  accepts  some  of  the  most  destructive  criticisms  of 
our  present  commercial  policy,  but  proposes  as  "  an  alternative  "  to  colonial  preference 
a  few  such  measures  as  the  creation  of  state-owned  and  state-managed  trading  fleets, 
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to  the  time  when  the  great  majority  of  teachers  of  political 
economy  in  this  country  will  recognize  imperial  needs,  and  have 
the  courage  to  face  great  dangers  for  a  worthy  end.  I  have  never 
disguised  from  myself  the  exceeding  gravity  of  the  risks  we  run 
when  we  depart  from  the  easy  policy  of  doing  nothing ;  but  the 
probable  consequences  of  inaction  are  graver  still.  And  I  am 
anxious  that  my  colleagues  should  abandon  the  vain  task  of 
universal  protest,  and  give  their  assistance  in  the  practical  work 
of  a  reasonable  opportunism. 

W,  J.  Ashley. 

the  nationalization  of  the  railways,  a  large  system  of  bounties,  etc.— all  this  paid 
for  by  the  taxation  of  "  hundreds  of  millions  of  unearned  rent  and  interest." 


